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KEY ECONOMIC INDICATORS: NETHERLANDS 
(available November 24, 1972) 





All values in million US$ Exchange rate: US$1 = 3.245 guilders 
Cumulative Io Annual % Rate 
ITEM 1970 1971 1972 Change of Growth 

INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 35,685 40,123 45,054 E +12.3 +12,3 
GNP at Constant 1970 Prices 35,685 37,196 38,490 E + 3.5 + 3.5 
Per Capita GNP,Current Prices 2,681 3,041 3,379 E +11.1 +11.1 

($ units) 
Plant & Equipment Investment 5,577 5,824 5,670 E - 2.6 - 2.6 
Indices: 1963 = 100 

Industrial Production 176 188 198 Jan-Aug +10.0 + 8.0 

Avg. Labor Productivity (Ind.) 181 195 214 Jan-Mar + 8.6 +11.0 

Avg. Industrial Wage 196 219 241 Jan=Sep +13.0 +13.0 
Disposable Personal Income 22 ,662 24,986 27,550 E +10,2 +10.2 
Employment (000's) (Dec) 4,743 4,761 4,763 E 0. 0. 
Avg. Unemployment Rate (%) Les bef 2.9 Jan=Oct ~ ~ 
Housing Unit Starts 127,302 139,481 115,079 Jan-Sep +11,0 +10.0 
MONEY AND PRICES 
Money Supply (Dec) 7,996 9,200 11,114 Aug +22.5 +31,2 
Public Debt (Internal) (Dec) 7,230 7,580 8,265 Aug +12.5 +13.6 

(External) (Dec) 30,2 22.9 18.6 Sep -21.1 -21.0 
Interest, Central Bank discount (Dec) 6.0 5.0 4.0 Nov - ~ 
Domestic Credit Outstanding (Dec) 10,231 11,157 11,664 Aug + 4,1 + 7.0 
Indices 

Retail Sales (value): 1970 = 100 100 109 112 JaneJuly + 8.7 + 4,7 

Avg. Wholesale Prices: 1948 = 100 

(excl, TVA) 176 178 181 Jan-Aug + 2.2 + 2.6 

Avg. Consumer Prices: 1969 = 100 103.6 111.4 119.5 Jan=-Oct + 7.9 + 7,8 
BALANCE OF PAYMENTS AND TRADE 
Gold & For. Exch, Reserves (Dec) 3,812 4,627 5,525 Aug +23.6 +29.0 
Balance of Payments, current account, 

transactions =492 -209 +218 Jan-Jun - - 
Balance of Trade =778 ~464 = 32 Jan-Sep ~ ~ 
Total Exports, FOB(excl.BLEU after*70)12,405 14,237 10,347 Jan-Sep + 9.0 +12.0 

Exports to U.S. 564 604 421 Jan-Sep = 5,0 - 7.0 
Total Imports, CIF(excl, BLEU after'70)13,183 14,701 10,379 Jan=Sep + 1,0 = 5,0 

Imports from U.S, 1,459. 1,376 995 Jan=Sep -15,0 -16,0 


Main imports from U.S. Jan-August 1972: Oil seeds, nuts, pits - 877,455 MT = $113.6; 

Animal feed except grains - 810,434 MI - $68.0; Other machines except electrical parts - $61.1; 
Organic chemical products = 283,096 MI - $53.8; Other electrical machines and equipment - 
$44.6; Office machines and parts - $30.3. 


Note: Percentages in fourth column reflect comparison of 1972 figure with corresponding 
period in 1971. Percentages in fifth column consist of available official forecasts and 
extrapolation of 1972 trend to date when forecast not available. E = estimate, 

MT = metric tons, 


Sources: Central Bureau of Statistics 
Central Plan Bureau 
Netherlands Bank 
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THE NETHERLANDS 


SUMMARY 


The Dutch economy now appears to be emerging, though only slowly, from the 
conditions of "stagflation" which have prevailed over the past eighteen 
months. The inflationary element of the picture remains; in fact, Dutch 
inflation = already one of the most extreme in the developed world - is 
expected to be more active in 1973, But there are growing indications that 
the recent slowdown in real GNP, corporate profits, and corporate investment 
is disappearing. The real GNP growth estimate for 1972 has been revised 
upwards to 3.5 percent and the projection for 1973 is 4.5 percent. Real 
business investment, down 8.5 percent in 1972, should rebound by a comparable 
figure in 1973. Despite a steep rise in gross labor costs, profits are 

being stimulated by a remarkable growth of labor productivity, especially in 
the industrial sector, and a small strengthening of export demand. The Dutch 
balance of payments, bolstered of late by short term capital inflows and 
sagging imports, should come under some pressure as this economic upturn 
makes itself felt. 


The 1972 drop in demand for investment goods, which represent the lion's 

share of US sales in this market, has reduced our traditional 10 percent 

share of the Dutch market to about 8 percent (if intra-Benelux trade is 
included). Our rising deliveries of those agricultural raw materials 

(such as soybeans) not restrained by the EEC Common Agricultural Policy 

have not been enough to offset the negative factors, If Dutch investment 

in capital goods should continue to rebound as now projected, 1973 should 

be a fairly good year for us; if Dutch entrepreneurial confidence can be 
restored by genuine progress in the fight against inflation, 1974 could be 
still better. The most promising product categories for our exporters over 
the months ahead include electronic data processing equipment, process control 
instrumentation, environmental control equipment, oil production and distribu- 
tion material, and other high technology, labor saving products. The recent 
expansion of the EEC from Six to Nine shifts the Common Market's center of 
gravity northwards and, taken together with exchange rate changes, makes the 
Netherlands, already our sixth best customer in the world, one of our most 
promising markets anywhere. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Government Policies and Programs ~- The rampant problem of wage and price 
inflation was the center on which government domestic policy, political 
activity and the economic life of the country focused during most of this 
year. Fiscal and monetary policy has been directed primarily at control 

of this problem, but in light of nearly twice the 1970 unemployment 

levels, as well as sagging investment, the authorities have clearly been 
unwilling to step on the brakes too hard, Disagreement over this question, 
specifically over the budget under preparation, brought down the 5eparty 
coalition Government in June. A 1973 budget has been formed by the care- 
taker Government and passed by Parliament. Attempts have meanwhile been 
made by Government, labor and management to reach agreement on voluntary 
wage and price limitations, but with limited success. New elections were 
held November 29, and the results, showing a small leftward shift, divided 
the political strength about equally between left and right. In view of 
this balance, the organization of the Government may take longer than usual, 
and the eventual cabinet may be slightly less oriented toward business than 
before, 


With the automatic government salary adjustment system inflating budgetary 
expenditures, the central budget is expected to be in deficit this year by 
around 2,5 billion guilders ($770 million). A considerably larger deficit 
looms for 1973, Expenditures are projected to rise 12%%, but virtually all of 
this will represent inflation-caused increases in purchase and wage costs, 
Among the few government programs to be stepped up are environmental manage- 
ment, public housing, and nuclear development, as well as public works proe 
grams in regions of relatively heavy unemployment, In order to keep the 
deficit within acceptable limits, the Government has obtained Parliamentary 
approval for increases in value added tax (up 2% to 16%), income taxes, and 
various personal property taxes such as automobiles, effective on January l, 
1973. On the other hand, the value added tax on investment goods will be 
permitted to expire as previously scheduled, and the 3% fluctuating surtax will 
be dropped. The Government's draft budget foresaw a three billion guilder 
($925 million) deficit for 1973, but recently increased estimates of wage and 
price rises may well foreshadow a higher deficit. 


The Central Bank and Government are expected to continue their current active 
policy of neutralizing the liquidity-creating effects of deficit spending and 
of excess capital flows from abroad, while at the same time assuring that there 
is sufficient liquidity to prevent any serious slowdown in the economy. 
Prospects for the next few months at least are for relatively tight monetary 
conditions and probably higher interest rates, 


A voluntary agreement on wages and prices has been reached by Government, 
labor and employers. The agreement limits 1973 increases in wage costs to 
13.5% and in consumer prices to 8.5%, both of which are greater than predicted 
for this year. These agreed limits were negotiated under the pressure of 
recently rising prices and are based on the assumption that, in view of the 
steady upward pressure, any agreement is better than none. In line with its 


terms, the Government put through the tax increases reported above and 
instituted a regulation governing price increases with retroactive effect 
from August 15. 


To encourage industrial development in higher unemployment areas in the 
interior, the Government introduced a selective investment levy bill, The 
levy would apply to new industrial buildings or extensions (40% of cost, 

but less on other new commercial buildings) and on non-building installations 
(5%) in the Provinces of South Holland, Utrecht and part of North Holland. 
Action is not expected on this bill before next spring. The Government also 
removed its regulatory consumer credit restrictions. 


Production - The general volume of production in 1972 has been supported by 
active private consumption and exports but held back by reduced investments, 
resulting in a moderate growth of 4% over last year. Industrial production 
has supplied this growth through oil refining and chemicals, metal manu- 
facturing, natural gas production and public utilities, Textiles and clothing, 
rubber products and building materials have roughly held their own. The build- 
ing trade has suffered from a small volume reduction, not because of housing, 
which continues to expand, but because of lower business investments in real 
terms, In terms of real GNP, the presently estimated 3.5% gain over last 

year is a little better than the 3% forecast earlier, owing to private con- 
sumption and export demand. 


The profits trend seems now to have reached bottom and started back up. Costs 
are still rising in the form of wages, social premiums (now above 17% of 
national income), and prices of materials and equipment, These costs are 
balanced, however, by unexpected gains in labor productivity and by a level 

of demand which has allowed some improvement in product prices. There is 
still a frequent rate of small business failures, Nevertheless, the outlook 
is for better operating results this winter and next year. 


In the current judgment of the Central Planning Bureau, real GNP should return 
to a growth of 4.5% next year. Industrial production is expected to lead the 
way with even larger increases than in 1972, and the building trade should 
join in the upward swing with the help of a resurgence of investment, 


Investment ~ 1972 business investments in real terms are estimated at 8.57 
less than 1971, when they were approximately at the level of the preceding 
year, This comparison is heavily influenced by large aircraft purchases in 
1971. The outlook for 1973 promises an 8.5% increase, which should bring 
investments back to about the 1971 level. This may be credited to an improved 
prospect for profits as explained above, firm recovery and demand among princi- 
pal foreign customers, and a rising domestic income level. Concern has been 
periodically expressed that a drop in investments may result in loss of proe 
ductivity and competitiveness in international markets. Although investments 
have been reduced, however, they have continued to be rather voluminous as a 
result of several years’ growth. If growth is soon renewed and continues, 
there should be little cause for concern on this score, 
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After a drop of 45% in inventories in 1971, they are expected to recover by 
about 25% both this year and next. Housing investments have grown strongly 
last year and this, but are expected to level off in real terms next year. 
Government investment, which was reduced in volume this year, is predicted to 
expand healthily in 1973, Total investments, which fell back moderately 

this year, should grow by 6.5% in real terms, 


Labor - The pressure for higher pay continues, and wage costs, along with 
prices, are still rising the fastest of any industrial nation today. Labor 
cost per worker is expected to go up 12.5% this year, and the minimum wage was 
lifted about 6% in July, to $61 a week, with another 9% slated for January 1. 
At the same time the unemployment rate has hovered the whole year close to or 
above 3%, supporting official predictions of average unemployment of 115,000 
for the year. The number of foreign workers has stopped increasing for the 
present, resting at a little over 100,000. 


An agreeable surprise was furnished this year in the form of an increase in 
labor productivity by 5.5% in general and 11% among industrial workers. This 
may be laid immediately to rationalization by management in the face of skimpy 
profits, as well as the effect of possible unemployment upon workers, In the 
longer view it is a result of extensive investments in labor-saving equipment. 
Economic planners and commentators have begun to point out two foreseeable 
results of a long trend of high wage increases: (1) a portion of labor is 
being priced out of the market and replaced by machinery, and (2) the high 
productivity which results leads to some degree of structural unemployment. 


Regardless of the effect of the wage/price agreement, the Central Planning 
Bureau estimates that wage costs will rise by 13.5% next year. Production 
costs will continue upward. The important annual wage negotiations of metal 
workers, stevedores, and the building trade will soon be held, and their 
results, whether affected or not by the voluntary agreement, will set the 
stage for many others. With some economic recovery taking place, the labor 
market could improve but probably not reduce unemployment below 105,000 or 
about 2.5%. Worker productivity is expected to grow a little less than 

this year. 


Consumption - Private consumption is expanding with some energy, at nearly 57% 
in volume, backed by a growth of almost 4% in real disposable income and a 
drawdown of a variety of social funds, The increase is mostly in non-durable 
goods and services. Government consumption of materials remains about at the 
level of last year, while total investments, including government construction, 
are lower. The complete picture shows a real growth of 2.5% in total national 
expenditures, a little more than half the rate now recorded for 1971. Savings 
through August of this year increased more than $1 billion, at a somewhat 
higher rate than last year. Next year's national expenditures are expected 

to grow moderately faster owing to strong recovery in both business and 
government investments and some increase in government consumption. Private 
consumption will grow at a slightly lower rate than 1972 because of an 
expected slower gain in real disposable income. 


The economic factor enjoying the most political attention this fall is the 
rate of inflation in consumer prices. The latest expectations indicate a 
price rise of 7.5 to 8% this year. With the planned increase of the value 
added tax, the substantial pay raises which are wellnigh assured, the over- 
run effect of recent price increases, and expected higher import prices, the 
Central Planning Bureau foresees a 1973 rise in cost of living of the full 
8.5% envisaged in the voluntary agreement in spite of the new price regulation. 


Foreign Trade and Balance of Payments - In a year of serious domestic inflation 
and recurrent monetary disturbance from abroad, Netherlands international pay- 


ments have managed to develop very favorably, with trade and current account 
results not achieved in many years, and capital flows generally stabilized. 


Spurred by strong foreign demand for Dutch agricultural commodities, instru- 
ments, electrical machinery, iron and steel, natural gas and chemicals, exports 
will probably be 12% ahead of 1971 levels in value. Increasing productivity 
helped protect the Dutch competitive position against inflationary wage raises, 
and the currency revaluation supported the terms of trade, With imports of 
investment goods and raw materials slackening substantially, and lower prices 
on imported raw materials, Dutch imports are expected to be only 2 or 3% 
higher in value than in 1971, As a result, the Netherlands balance of trade 
may achieve near-equilibrium for the first time since 1959, The current 
account will probably be in surplus by about two billion guilders ($610 
million)--the highest ever. 


Meanwhile official restrictive measures have succeeded fairly well in stemming 
unwanted inflow of foreign capital. Due to Central Bank support of the 

dollar during two brief periods of speculation, and to the current account 
surplus, Netherlands foreign currency reserves have climbed this year to a 
record level near $1.5 billion, while gold reserves have remained virtually 
even at $2.1 billion. Creation of excessive domestic liquidity as a result 

of the dollar inflows has, however, been successfully averted, Net Dutch 
investment in foreign securities, and particularly American securities, has 
been at all-time high levels. 


Dutch economic and financial leaders voice concern that this superior per- 
formance is due in too large a part to the cyclical recovery abroad and 
obscures a basic condition of continued domestic overspending. Nevertheless, 
current indications point to another year of satisfactory balance of payments 
results in 1973, with exports and imports both rising by perhaps 12% and the 
current account continuing in moderate surplus. Imports are expected to be 
stimulated by a resumption in the growth of domestic investment, and exports 
by the economic upswing in most traditional foreign markets, Over the longer 
term, however, balance of payments equilibrium will depend heavily on a 
satisfactory solution to the problem of spiraling wages and prices. 


IMPLICATIONS FOR THE UNITED STATES 


American exporters to the Netherlands may expect a stronger market in 1973 
than has been the case this year, Anticipated rises in production and 
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investment bode well for U.S. exports of investment goods and other sophisti- 
cated equipment. Under these expansionary conditions, and given the fact 

that inflation remains relatively unabated among our competitors, American 
firms should be able to capitalize on the exchange rate changes of a year ago. 
The US share of the Dutch market, which fell to 8% in guilder value in the 
first seven months of 1972 owing to the slump in demand for capital goods 

and the 10% lower dollar exchange rate, should revive in 1973 toward the 
previous level of almost 10%, 


Exports - The change in exchange rates and relatively lower US prices should 
make certain products considerably more attractive, especially small and 
peripheral EDP equipment, smaller pumps and compressors, steam turbines, and 
electronic service instruments and manufacturing machinery. In general, 
American industry will find the following product areas of most interest for 
export potential: 


- Electronic data processing equipment, particularly peripheral items and 
software packages 

- Food processing and packaging equipment 

- Environmental control equipment and instrumentation 

- Medical instrumentation 

- Petroleum and gas drilling equipment 

- Security equipment 

- Marine cargo handling equipment 

- Printing and graphic equipment 

- Air, rail, road and marine transportation equipment, particularly for 
bulk chemicals 

- Building equipment and supplies 


Rapidly rising incomes and changing patterns of work and leisure are also 
providing a market for selected American consumer goods and services. High 
fashion apparel, recreational equipment, do-it-yourself material, and certain 
kinds of processed foods and beverages will be of increasing interest to the 
Dutch consumer, although U.S. suppliers will often have to overcome high 
duties and the transport cost disadvantage, In addition, American equipment 
and expertise is very often superior in the various consumer service industries, 
such as fast food chains, laundries and dry cleaners, and vehicle maintenance, 
Increased Dutch interest in such enterprises gives rise to many opportunities 
for franchising, joint ventures, or sales of related equipment. In the coming 
year the U.S. Department of Commerce has proposed to assist American exporters 
to the Netherlands by sending specialized trade missions in the fields of off- 
shore drilling equipment and printing and graphics equipment. 


The concern of the Dutch public over air, water, and noise pollution continues 
to increase, and there should be a rapidly growing market for U.S. technology 
and equipment in this area, both for export and for licensing. The strong 
Dutch interest in this field was demonstrated by the good response to a 
charter flight, which the Embassy and the American Chamber of Commerce 
sponsored, to an American pollution control equipment show at the U. S. Trade 
Center in Frankfurt last March. For the long run, according to the Economic 
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Ministry, 2% of Dutch GNP by 1982, or $1 billion a year, will be spent on 
environmental control. The Dutch Government intends to establish a comprehen- 
sive water pollution monitoring system on the vast network of rivers and 
canals which should continue to offer substantial opportunities for American 
manufacturers of instrumentation systems, The public, through the municipali- 
ties, is exercising growing control over environmentally offensive industrial 
activities. Firms planning to build or expand production facilities in 
Holland must be prepared to meet increasingly strict pollution requirements 
and are advised to pay early attention to all local regulations, 


Agriculture - The Netherlands provides the fourth largest market for U.S. agri- 
cultural exports. In 1971-72 our agricultural exports to the Dutch rose to a 
record high of $617 million CIF (including transshipments to other countries). 
This compares with $549 million for 1970-71. The main items were soybeans, 

feed grains, other feed components, wheat and tobacco. Most of the gain resulted 
from expansion of commodities not subject to variable levies. The higher export 
total of the past year was achieved despite certain unfavorable influences. EEC 
grain production was at a record level and this in turn reduced import require 
ments from non-member countries. Moreover, the EEC variable levy system auto- 
matically offset the trade-benefiting effects of dollar devaluation for those 
agricultural commodities subject to the system. EEC compensatory charges to 
balance the 1971 parity changes also offset the benefits of devaluation on a 
considerable range of products not subject to variable levies, These charges 
were maintained until the end of July, 1972. 


High levels of grain production in the EEC will continue in 1972-73 to be an 
important factor affecting U.S. agricultural exports to the Netherlands. Both 
feed grains and wheat sales will be adversely affected. A more favorable 
outlook is anticipated for U.S. sales of soybeans and non-grain ingredients 
for feed. It is believed that the stimulating effect of the 1971 currency 
changes will begin to be realized in the current year and in 1973 for those 
agricultural products not subject to the variable levy, since the compensatory 
charges are not likely to be reinstituted. On the other hand, U.S. exports 

of wheat, feed grains, dairy products, poultry, lard and vegetables to the 
new members of the enlarged Community will likely face increased competition 
from Dutch exports. 


Investment - American firms are expected to continue their solid level of 
investment expenditures in the Netherlands, which remains a good platform 

for American business within the expanded EEC as a result of its good location, 
excellent infrastructure, and equitable economic policies. The Department 

of Commerce estimates that U.S. corporations’ plant and equipment expenditures 
in Holland will amount to $293 million for 1972, increasing to $310 million 

in 1973. The early termination of the value added tax on investment will 
encourage the prospective investor, but he should look carefully at the new 
selective investment levy proposal mentioned above under Government Policy. 


The interest of Dutch industry in investment, joint ventures, and licensing 
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in the U.S. continues to grow as a result of the exchange rate changes, 
rapidly increasing labor costs at home, and the resurgence of the American 
economy, As examples, a Dutch firm recently licensed an American firm to 
manufacture pharmaceutical rubber products in the States; a local salvage 
firm has established a joint venture with a U.S. towing firm to engage in 
salvage work in American waters; and Philips has licensed Ford to develop 
the Stirling external combustion engine for large vehicles. Other firms 
are known to be interested in the atomic energy field, harbor construction, 


and the production of various manufactured products. The Embassy is working 
actively with the Department of Commerce Office of International Investment 
to help American firms and communities to profit from this new interest. 
Another byproduct of the resurgence of our economy is the renewed interest 
of Dutch financial institutions in portfolio investment in the U.S. Net 


inflows for 1972 are estimated to reach a record $650 million, and similar 


results are expected for 1973. 
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